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Foreword

The rehabilitation of the country's aging housing stock is a major resource for meeting the
Nation's affordable housing needs. Large numbers of communities recognize this and use HUD,
as well as other public and private resources, to address their affordable housing needs. These
communities do this because of the demonstrated economic and social benefits of rehabilitation.

Despite the demonstrated benefits of rehabilitation, there is potential for even greater use
of the existing stock, not only to address affordable housing needs, but also to promote broader
community revitalization goals. However, heretofore there has been a lack of in-depth research
on the factors that act as barriers to rehabilitation of affordable housing. Gaining a sound
understanding of the issue is difficult because barriers vary from project to project and from
community to community.

To address these concerns, HUD entered into a cooperative agreement with the National
Trust for Historic Preservation to examine the major barriers to urban rehabilitation. The result
of this collaboration is this study, Barriers to the Rehabilitation of Affordable Housing, which is
intended to fill this information gap and, in doing so, empower decision-makers and housing
professionals to begin work to eliminate these barriers.

The project's research team reviewed relevant literature, conducted case studies, and
convened study groups of highly-qualified real estate developers, nonprofit leaders, architects
and other professionals who face barriers to affordable housing rehabilitation in their "real
world" experiences. Volume I provide the context of the study as well as a synthesis of findings
and technical analysis. Volume II presents the case studies in detail.

The rehabilitation needs of our cities will continue to grow. The comparative advantages
of housing made available through the rehabilitation of existing buildings will enhance the
character of our housing stock in the years to come. Through this report and other activities,
HUD will continue to encourage rehabilitation as a way to renew our cities and as a way to
increase homeownership opportunities for all Americans.

P A

Lawrence L. Thompson
General Deputy Assistant Secretary for
Policy Development and Research
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EXHIBIT I.1

Case Study Examples of the Barriers to Affordable-Housing Rehab

DEVELOPMENT PHASE BARRIERS

Acquisition Strategies

Case Study Banks Property Liens Private Purchase FHA
NHNHS Sale in bulk unfeasible for Liens are sold in bulk often to investors and speculators— Impractical because of thousands of dollars owed  High appraisal values are often above NHNHS’s
NHNHS’s smaller scale, and they  they are not suitable for NHNHS’s needs on such properties. Also have trouble locating budget for property acquisition
are unwilling to outbid speculators owners and getting them to sell, or owners
overvalue their property
Isles City does not foreclose where there is a tax-rate Owners have to be located and often refuse to sell ~ FHA sale prices are too high above Isles’s budget,
certificate. Also, foreclosure is a lengthy process and the  or overvalue their property. Liens must often be and the sites are typically scattered
city does not properly secure properties against vandals paid on properties as well
and further deterioration
LHHA Acquiring property through foreclosure is a lengthy Difficult to identify legal owners or to get realistic ~ As a result of recent changes to FHA fore-closures,
process, exacerbating deterioration. More important, the  prices for the homes, considering the back taxes LHHA is now competing against many others for
title conveyed through this method is unrecognized owed. Private owners rarely give options to buy, homes, including high-bidding speculators, and is
and they want to close quickly. The long no longer receiving a 30 percent discount
turnaround time for public subsidies makes these ~ previously given to nonprofits.
high up-front costs difficult to cover
Memphis Banks are unwilling to use
existing, unfinished buildings as
collateral
Asdal & Co. Difficult to find owners, clear title, and assemble

properties

Continued on next page




EXHIBIT 1.1 (continued)

DEVELOPMENT PHASE BARRIERS

Acquisition Strategies

Case Study Eminent Domain Donation Other Acquisition Strategies
Isles Requirement for property valuation Rare; owners usually want compensation, or
. . . . too much money is owned in liens
at the time an area is designated as blighted means values are
often too
high
LHHA City does not use eminent domain to acquire property
for rehab
Chicago Competing with market-rate developers for the same properties. Finding
affordable properties in areas with sufficient residential support services is
difficult. Difficult to convert nonresidential properties, and hard to find
buildings suitable for 100 +/- units
Memphis Speculation is a problem, especially once renovation has begun in an area;
owners are hoping for much more than buildings are worth and prices are
high. Absentee landlords are happy to do nothing
Asdal & Co. Properties available for sale or rehab are often not in desirable areas. Price is
another issue
Seattle The “hot” market in Seattle has effectively driven up housing prices. It is

often necessary to pay cash at closing and property owners want to close
quickly. Attempts to assemble properties have also driven up prices

Continued on next page























































































































































































































































































































































































































































































